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Wisconsin Counties Association

MEMORANDUM
TO: Honorable Members of the Senate Committee on Health, Utilities,
Veterans and Military Affairs
FROM: Craig Thompson, Legislative Directo@(
DATE: March 8, 2000

SUBJECT: SB 385

The Wisconsin Counties Association (WCA) strongly opposes Senate Bill 385. This bill
would prohibit local units of government from owning, operating and providing
telecommunications services and internet access services.

There are currently counties which have entered into joint ventures to provide
telecommunications networks with other public entities within their boundaries. These
joint ventures have benefited the public by allowing high speed access across the county
for 911 and other vital services.

These types of joint ventures are certainly a benefit to the taxpaying public and are not
designed for the purpose of competing with the private sector. This bill takes a broad
brush and prohibits all local units of government from engaging in any of these types of
cost-effective services for their constituents.

For these reasons WCA strongly encourages you to vote no on Senate Bill 385.
Thank you for your consideration.

CTl/es
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’ Mark M. Rogacki, Executive Director
Mark D. O’Connell, Chief of Staff Darla M. Hium, Deputy Director
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Fourth Floor

1 South Pinckney Street
P.O. Box 927

Madison, Wi 53701-0927

Phone * (608) 257-9521
Fax * (608) 283-1709

LLp

LAW FIRM Direct Dif]l Number ¢ (60?) 283-1770
agallucci@boardmanlawfirm.com

TESTIMONY OF ANITA T. GALLUCCI
ON BEHALF OF
. MUNICIPAL ELECTRIC UTILITIES OF WISCONSIN
on

Senate Bill 385

Before the Committee on Health, Utilities,
Veterans & Military Affairs

March 8, 2000

Mr. Chairperson and members of the committee. My name is Anita Gallucci of
Boardina.n, Suhr, Curry & Field LLP. 1 represent the Municipal Electric Utilities of
Wisconsin (“MEUW™). MEUW is the trade association for Wisconsin’s 82 municipal
electric utilities. MEUW members provide service in relatively small cities and villages
throughout Wisconsin. Itis vitally important to MEUW members that those municipalities
that choose to offer telecdmxnunicaﬁons and Internet services be able to, as they currently
are allowed under Wisconsin Law. MEUW strongly opposes Senate Bill 385 (“SB 385")
because it-would bar municipalities, as well as other “governmental subdivisions,” from

providing these services and others.

MEUW _ Members Want to Preserve Their Current Rishts to Provide

Telecommunications and Internet Services. MEUW members have a long and proud
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history of providing efficient, high-quality electric service to the residents and businesses
within their communities. MEUW members have on staff personnel with c;oxisiderable
engineering, technical and operatidns experience of the type necessary to install, operate,
maintain and repair the infrastructure necessary to provide the telecommunications services
they may wish to provide in their communities. Should a MEUW member choose to provide
telecommunications service, it will have the technical ability to provide high quality and
efficient service.

Wisconsin's municipalities have long had the right to own and . operate
telecommunications utilities. See Wis. Stats. § 197.01(2). However, it was not until 1993
| Wisconsin Act 496 (“Act 496") that municipalities could offer telecommunications services
on a competitive basis without a determination from the Public Service Commission of
Wisconsin (“PSC”) that such competition was neces\sary to ensure adequate service. As this
committee no d01v1bt. knows, with Act 496, Vthe legislature set out to deregulate the
telecommunications industry at the request of Wisconsin's telecommunications providers.
In deregulating the industry, the legislature sought to replace regulation with competition.
The legislature recognized that municipalities could be viable competitors and blay an
important role in bringing advanced telecommunications services to their communities and,
therefore, lifted the barriers to telecommunications competition by municipalities. See Wis.

Stats. § 196.50(4), which was amended by 1993 Wis. Act 496, § 153, effective September 1,

1994.




Allowing municipalities to offer competitive telecommunications services was just
one piece of the Act 496 "package" the telecommunications industry accepted to gain the
deregulation they sought. Because of the balance the legislature sought to achieve in
replacing regulation With competition, any changes to Act 496 should not be made in a
piecemeal fashion. A piecemeal approach would upset that balance and weaken a key
component of Act496: The encouragement of robust competition in the telecommunications
industry to avoid the anti-competitive abuses of market power by incumbent providers in a
deregulated environment. Whatever the approach to revising Act 496, any changes to the
Act must be pro-competitive. Senate Bill 385 clearly is a step backward in this regard.

It does not make sense to modify Act 496 before we know how well it has been
working. Significant changes to the Act, such as barring competition by municipalities,
should not be made without a study to determine the dégree to which Act 496 has achieved
its goal of fostering robust competition in the telecommunications services market. Such a
study should determine: (a) whether Act 496 has resulted in any significant amount of
telecommﬁnicatioﬂs competition in Wisconsin; (b) where the benefits of this competition,
if any, have occurréd (e.g., what areas of the state and what type of consumer have
benefitted); and (c) whether a "digital divide"' exists in Wisconsin such that the less populated
areas of the state do not have ready access to adx}anced telecommunications services. In this
regard, we note that the PSC just formed a competitive study committee to collect

information regarding the extent to which there is telecommunications competition in




Wisconsin. The work of this committee would be useful in assessing the need for any

revisibns to Act 496.

Erecting Barriers to Entry for Municipal Utilities Will Hurt Wisconsin

Communities and Consumers. The Wisconsin State Telecommunications Association

(“WSTA”) claims that municipal telecommunications utilities will discourage competition
and rob. their communities of the cost-saving benefits of competition. This is not true.

Most MEUW communities have populations under 5,000. Communities of this size
are unlikely to enjoy the benefits of advanced telecommunications services or the benefits
of competition. Wisconsin’s municipal electric utilities can bridge the “digital divide” that
exists in most member communjﬁeé bybringing such advanced services to their communities
so that their residents and businesses can enjoy the benefits of competition. In many small
Wisconsin communities, the municipality may be the only viable competitor. Without such
competition, these communities will only get those services the incumbent provider deems
economical to provide.

Wisconsin’s municipal electric utilities developed largely due to the failure of private
utilities to provide electrical service in many rural areas of the state because they were
viewed as unprofitable. Oncé again, Wisconsin’s municipal electric utilities are
well-positioned to bring the infrastructure of the future to their communities by helping to
facilitate the development of competition in the telecommunications industry and by offering

new services in the very areas that may not receive them otherwise. Ultimately, preventing

municipal utilities from providing telecommunications services within their own communities




will not only inhibit competition in telecommunications, but it will also unfairly limit the

telecommunications services available to rural residents, and impede economic development

and growth in numerous rural communities throughout Wisconsin.

Municipalities that are considering oﬁ'eﬁng telecommunications services primarily
want to offer high-speed or broadband data services in response to requests by local
businesses in areas where those services are either unavailable or prohibitively expensive.
Inits December 1999 report titled, “Status of Investments in Advanced Telecommunications
Infrastructure in Wisconsin” (“PSC Report™), the PSC noted that due to lagging
infrastructure investment by private telecommunications utilities, there are still some areas
of the state where advanced services are not available and that “customer demand for some
services such as high-speed connéction to the Internei_: are not being met.” See PSC
Report at p. vi (attached). In light of that finding, it does not make sense to bar
municipalities from providing the services the private sector has failed to provide in their
communities.

Moreover, if a municipality's right to provide qompetitive telecommunications
services under Act 496 is preserved, this fact alone will help bring competition and advanced
telecommunications services to the smaller communities in the state. The mere threat of
actual competition from a municipality will often spur the incumbent provider to improve

“and expand its service offerings. If the private providers know that municipal electric
utilities have the ability to provide> advanced telecommunications services to their

communities, this will spur them to begin offering such services so that the municipal electric




utility will not do so. Itis very important that, now that some municipalities are considering
providing advanced telecommunications services to help bridge the digital divide in their

communities, WSTA not succeed in its efforts to block such potentially beneficial

competition.

'SB 385 Will Also Hurt Schools, CESAs and Public Libraries. SB 385 is a step
backward because it would restrict the options our schools, CESAs and libraries have with
respect to telecommunications and Internet services. Our schools, CESAs and libraries
should not have to select telecommunications and Internet services from only private sector
providers. They should be able to choose the best technolo gy for the best price from the best
provider, whether that be a municipal utility, a cable operator, or éwireless provider. Under
SB 385 schools, CESAs and libraries will pay more for less serﬁce because there will be

fewer service providers.

SB 38S is Premised on the Erroneous Assumption That Municipalities Will

Violate State and Federal Laws Governing Rights-of-Way and Utility Poles. WSTA

claims that municipalities operating telecdmmum'cations systems can be expected to
discriminate unduly against private providers with respect to use of local rights-of-way and
municipally—owned uﬁlity poles. This is not true. This committee should not support a bill
that assumes municipalities will violate the law.

State and federal law require that municipalities treat all telecommunications
providers in a non-discriminatory and competitively neutral manner. Specifically,

municipalities are required to provide non-discriminatory access to local rights-of-way




and to adopt reasonable right-of-way regulations. See 47 U.S.C. § 253 and Wis. Stats.
§§ 182.017, 86.16, 196.58. Regulations that allowed a municipality to favor itself over a
private telecommunications right-of-way user would be illegal. Moreover, mum'cipaliﬁes
must charge their municipal telecommunications utilities the same pole attachment fees that

they charge private providers. Cf 47 U.S.C. § 253 and Wis. Stats. § 196.04.

Wisconsin L.aw Would Protect Phone Or E-mail Records From Disclosure By A
Municipality. WSTA claims that a municipal telecommunications or Internet services
provider cannot protect their customers’ personal information contained in phone or el-mail
redords frdm disclosure under Wisconsin’s Open Records Law. This is not true.

Under Wisconsin case law, municipalities and other gévemmental agenéies subject
to the Open Records Law can withhold frdm .disclosure personal information about an
individual when release of such information would constitute an unwarranted invasion of
personal privacy. Even if a municipality concluded that the public interest in providing
access to such information outweighed the targeted individual’s interests in personal privacy,
the municipality could not release such information without first giving notice to the targeted
individual and allowing that person a reasonable amount of time to appeal fhe decision to the

circuit court. In short, phone and e-mail records are well protected under Wisconsin law.

Taxpayers Benefit Greatly From Municipal Utiliﬁes. WSTA claims that taxpayers
have no say in whether their communities form telecommunications utilities. Thisis ﬁot true.

The decision to form a municipal telecommunications utility is a decision which is

made by a vote of the City Council or Village or Town Board of the municipality at meetings




that are noticed and open to the public. Often such decisions are preceded by newspaper'
articles reporting on the issue. Such decisions also attract the attention of the incumbént
servicé providers, who not only lobby individual council and board members against the
creation of the municipal utility, but often wage a media campaign against the issue. By the
time a council or board votes on the issue, there has been plenty of public opinion and input
on the matter. Ifthe issue faced broad opposition from local taxpayers, it would not succeed.
Taxpayers benefitnot only from the services provided by their local municipal utility,

but they also benefit from the tax equivalent payments each municipal utility makes. In

1998, for example, Wisconsin’s municipal electric and water utilities made a total of

858,623,474 in tax equivalent payments to their municipalities.

The Ratep.ayers of Municip al’Electric and Water Utilities Will Benefit From the
Formation of Municipal Telecommunications Utilities. WSTA claims that municipalities
will violate state law and misuse municipal electric and water utility funds to subsidize the
operation of municipal telecommunications utilities, forcing rate increases for these services.
This is not true.

As PSC staff has recognized, the accounting system municipal telecommunications
utilities will use “virtually precludes an opportunity for improper cross-subsidization.” See
“Draft Interim Order for Certification as a Competitive Local Exchange Carrier,” PSC
DocketNo. 470-NC-100 atp. 3. Municipalities will use the same accounting system for their

telecommunications utilities that they currently use for their electric and water utilities. State




law requires that the funds in these utility accounts be kept separate and prohibits
commingling. See Wis. Stats. § 66.069(c).

Municipal electric and water utilities are building fiber optic systems now for their
internal communications needs and to sﬁpport utility functions (e.g., linking electric
substations and well heads). Once these systems are in place, it makes sense to use these
systems to provide telecommunications services to the public where local businesses, school
districts, and citizens literally beg the municipality to do( so. Such use of these existing fiber
optics systems will generate additional revenue for the municipal utilities and for the
municipality itself. Ratepayers, taxpayers, and consumers will reap the benefits.

Municipal Utility Rates Are Reasonable Pfimarily Because Municipal Utilities
Are Efficient, Not-for-Profit Entities. WSTA claims that the availability of tax exempt
financing and tax breaks will allow municipal telecommunications utilities to compete
unfairly by offering services at much lower rates than the private providers. This is not true.

The availability of tax exempt financing does assist municipal utilities in keeping their
rates low. However, such tax éxempt financing is available because the municipal utilities
are operated on a not-for-profit basis and are dedigated to serving the public interest, unlike
their privately owned counterparts. Moreover, tax exempt financing is only partly
responsible for municipal utilities’ low rates. For example, oﬁ the electric side, municipal
utilities have an 18% rate advantage over private utilities. Thatrate differential is primarily

attributable to the municipal utilities” structural and operational efficiencies, not access to tax

exempt bonds.




Municipal utilities and private utilities pay the same percentage of taxes or their

equivalent to state and local governments. In 1996, for example, the median amount of net
payments and contributions for this country’s municipal power systemswas 5.9% of electric
operating revenues, compared to 6. l%vfor private utilities. Moreover, the costs to the U.S.
Treasury for tax breaks to private utilities amounted to $8.8 billion in 1996. In comparison,
the Treasury would have collected up to $1.5 billion in income taxes in 1996 if municipal
utility bonds were taxable. When compared to each sector's relative share of the market, the
percentage of costs of municipal utilities and private utilities to the Treasury is approximately
the same. Private utilities, moreover, enjoy major tax subsidies,' such as deferred income
taxes, investment tax credits, and tax-exempt bonds.

Wisconsin’s Communities Need More Competition, Not Less. Included in the PSC
Report (mentioned above) is a map showing the locations of competitive local serviceb
providers or “CLECs” in Wisconsin (attached). This map vividly illustrates that there is
relatively little facilities-based competition in Wisconsin. One has a choice of providers in
Madison or Milwaukee and a few other cities, but the vast maj ority of consumers have no
chbice. The PSC Report confirms that not only is there little competition, but there are few
competitive providers. Only about a dozen CLECs currently provide service in the state.
See PSC Report at p. 26. Moreover, according to the Report,

Many of the larger cities in the state such as Milwaukee,
Madison, and Green Bay, which had competitive providers in
1997, have added other competitive providers within the same

exchange areas. Frequently, multiple CLECs are serving the
same wire centers or exchange area. For example, three CLECs

10




reported offering service within the Green Bay exchange. They
may serve the same or different portions of the exchange.

WSTA has complained that municipal telecommunications utilities will be “bad
competitors” by being very selective in their provision of service and serve only the “cream”
customers. This argument is mbre properly directed at privately owned CLECS than at
municipalities. Once a muniéipality begins to offer a telecommunicatiéns service (high-
speed data service, for example), it will, where possible, make that sérvice available to
anyone within the municipality who requests it. On the other hand, the PSC Report
documents that privately owned CLECs “compete on a selective basis” and “may only serve
a portion of an identified exchange.” PSC Report at p. 26. In fact, the PSC Report found
that “the majority of CLECs provide specialized services, often to business customers only.”
1d. Moreover, should such “cream skimming” result in the incumbent provider lowering its
rates in those areas where there is competition (usudlly the urban center) and raising its rates
in those areas where there is no competition (usually the non-urban areas), the increased rates
may be subject to reduction by virtue of the Universal Service Fund. Thus, WSTA’s cream

skimrhing afgument is nothing more than a complaint that its largest members simply do not

relish competition.
Thank you.
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The map indicates areas where competitive providers offer local service.
Though these competitve companies have the ability and certification to provide
service throughout an exchange, they often compete on a selective basis,
serving only a portion of an exchange.

Service provided may be business or residential or both.
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or more competitve providers
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Wisconsin; (b) where the benefits of this competition, if any, have occurred (e.g., what areas
of the state and what type of consumer have benefitted); (c) whether a "digital divide" exists in
Wisconsin such that the less populated areas of the state do not have ready access to
advanced telecommunications services. In this regard, we note that the Public Service
Commission of Wisconsin (“PSC”) just formed a competitive study committee to collect
information regarding the extent to which there is telecommunications competition in
Wisconsin. The work of this committee would be useful in assessing the need for any
revisions to Act 496.

Likewise, your committee should consider the information that is currently available on
the the telecommunications industry, such as the PSC’s December 1999 Report entitled
“Status of Investments in Advanced Telecommunications Infrastructure in Wisconsin.” In its
Report, the PSC noted that due to lagging infrastructure investment by private
telecommunications utilities, there are still some areas of the state where advanced services
are not available and that “customer demand for some services such as high-speed
connection to the Internet are not being met.” (See Reportatp. vi.) Inlight of this finding,
it does not make sense to bar potential service providers.

Finally, the MEUW believes that Wisconsin's municipal electric utilities can play a vital
role in bridging the digital divide that we know exists in many MEUW communities. Most
MEUW communities have populations under 5,000. Communities of this size are unlikely to
enjoy the benefits of advanced telecommunications services or the benefits of competition.
Municipal electric utilities can bring such services to their communities so that their residents
and businesses can enjoy the benefits of deregulation. In many small Wisconsin com-
munities, the municipality may be the only viable competitor. Without such competition,
these communities will only get those services the incumbent provider deems econom-
ical to provide. In addition, if a municipality's right to provide competitive telecommunications
services under Act 496 is preserved, this fact alone will help bring competition and advanced
telecommunications services to the smaller communities in the state. The mere threat of actual
competition from a municipality will often spur the incumbent provider to improve and expand
its service offerings. If the private providers know that municipal electric utilities have the ability
to provide advanced telecommunications services to their communities, this will spur them to
begin offering such services so that the municipal electric utility will not do so.

We appreciate this opportunity to offer our comments on these important
telecommunications issues.

Sincerely,

(—?%w B TB&MO

David J. Benforado
Executive Director

cc: Members of the Assembly Committee on Information Policy
Members of the Senate Committee on Health, Utilities, Veterans and Military Affairs
Senator Robert Jauch, Co-Chair, Joint Committee on Information Policy
Senator Mary Panzer, Senate Minority Leader ‘ ‘
Representative Mike Huebsch
Interested Parties




TO:  Members of the Senate Committee on Health, Utilities, Veterans & Military Affairs
Members of the Assembly Committee on Information Policy

FROM:  Don Stevens, Agency Administrator, CESA-5
League of Wisconsin Municipalities
Municipal Electric Utilities of Wisconsin
School Administrators Alliance
Tony Evers, Agency Administrator, CESA-6
Winnebago County
Wisconsin Alliance of Cities
Wisconsin Association of School Boards
Wisconsin Counties Association
Wisconsin Educational Association Council
Wisconsin Educational Media Association
Wisconsin Federation of Teachers
Wisconsin Library Association

DATE: March 8, 2000
RE: _Oppose Senate Bill 385/Assembly Bill 747.

We ask that you oppose Senate Bill 385/Assembly Bill 747, a

telecommunications bill being advanced by the Wisconsin State Telecommunications
Association (WSTA).

We believe this bill:

° is anti-competitive, by eliminating the number of potential service
providers in Wisconsin, which will result in higher costs, especially for
some smaller communities, rural areas, and educational needs;’

° is protectionistic, serving the special interests of the telephone industry
rather than looking out for the best interests of customers;

o is anti-information access, by restricting and eliminating access to the
“Information Highway/Internet”; and

o should really be part of a comprehensive look at telecommunication law
in Wisconsin (i.e., have we obtained the competitive objectives of Act
4967; is there robust telecommunication competition in all areas of the
state?; etc.).

Please oppose this bill. It limits telecommunications opportunities for citizens,
schools and businesses in your district. For more information, please contact any of the
organizations listed above or Dave Benforado, Executive Director, Municipal Electric
Utilities of Wisconsin (608/837-2263 or bendado@mailbag.com).

cc: Al Legislators




TESTIMONY OF JOSEPH PACOVSKY
ON BEHALF OF
MUNICIPAL ELECTRIC UTILITIES OF WISCONSIN
on

Senate Bill 385

Before the Committee on Health, Utilities,
Veterans & Military Affairs

March 8, 2000

Mr. Chairperson and members of the committee. My name is Joseph Pacovsky. Iam
the Utility Manager for the City of Marshfield Utility Commission. Oﬁr municipal utilities
provide electric service to customers in and around the City of Marshfield and water service
for customers within the corporate limits of the City. Marshfield strongly opposes Senate
Bill 385 (“SB 385").

Marshfield has just applied to the Public Service Commission of Wisconsin for
certification to become a competitive local exchange carrier (“CLEC”). We submitted the
CLEC application in order to respond to the requests for communications services we have
received from residents and local businesses, who request service either because they cannot
get the service from the private sector or it is prohibitively expensive or because they are
dissatisfied with the service that is available. For example, a large business in Marshfield,
Wick Building Systems, Inc. (“Wick”), had a need for a communications link amorig their
remote plant locations and had to build their own communications network (see attached

letter from Wick). Wick would have preferred to buy that service from the municipal utility.




[

The municipal utility, in turn, would prefer to supply such service rather than allowing
individual businesses to attach their communications system to the municipal utility poles.
While we are sympathetic to the needs of these businesses, we have a concern about the
safety and facility integrity issues raised by having a large number of facilities attached to
our poles.

SB 385 is protectionist legislation of the worse sort. It will serve the special interests

of the large incumbent telephone providers, while at the same time it will prevent the

benefits of competition and advance telecommunications services from coming to the more

rural areas of Wisconsin.

Before any changes are made to Wisconsin’s Information Superﬁighway Act, 1993
Wisconsin 496, a study should be conducted to determine the extent to which the Act has
resulted in increased competition in this state. Certainly, any changes to Act 496 should be
pro-competitive. The customers in the City of Marshfield have not seen the benefits of
competition. Our businesses, such as Wick, have to construct their own communications
systems because they either cannot obtain such service from the private sector or because
to do so would be prohibitively expensive.

Competitive state of the art telecommunications services are urgently needed in the
more rural areas of Wisconsin, such as Marshfield. I urge you not to support SB 385. Our

residents need more competitive services and options, not fewer.




2301 East Fourth Street
PO. Box 530

Marshfield, Wi 54449-0530
715-387-2551

Wi I ® FAX 715-364-5346

Building Systems, Inc.

Marshfield Homes ¢ Artcraft Homes o Zat/ad

March 7, 2000

Re: Senate Bill 385

Dear Chairman Moen and members of the Senate Committee on Health, Utilities,
Veterans and Military Affairs:

My name is Harris (Butch) Berg and I am Vice President & General Manager of Wick
Building Systems, Inc., Marshfield Facility. I apologize for not being able to personally
attend the hearing, but my schedule did not allow me to attend.

We have been forced to construct our own communication system between remote plant
locations. It would be very beneficial to us, if the City of Marshfield, through their local
utility could provide these basic services to our company, I understand that the
Marshfield Utility has created a Communications Utility which could provide the

services that we need. This would help Wick Building Systems competitively and would
be a definite benefit to us.

Please do not pass Senate Bill 385. Please allow our local municipal utility to provide the
services that we, a private industry, need to compete in the outstate areas.

Sincerely,
Wick Building Systems, Inc.

%w '@(Z’
Harris Berg
Vice President & General Manager

A product of Wick Building Systems, In.
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abel it an unwritten but long-standing
contract between citizens and govern-
ment: Whenever a new or necessary utility
comes along that promises quality-oflife
improvements or economic opportunity,
the government — be it federal, state or ,
local — will step in to make it a reality.
They will finance it, regulate it as a
monopolistic enterprise or
simply take it over — that is
how railroads, interstate high-
ways, telephones, electricity and cable television
' became universal.

The same rationale could be applied to to-
day’s newest technological and economic neces-
sity: high-speed telecommunications networks.
Any community with long-term business devel-
opment aspirations will have to find a way to
hook up with remote marketplaces. A number
of states and communities are trying to figure
out the best way to extend broadband networks
to businesses off the beaten path.
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Eavy user who
_egotlates a deal

- atrlck Larkm semor vice
esident, Massachusetts
T_echnology Collaboratlive -

gion- and statewide telecom connectivity is ag-
gregating the customer base and enticing
telecommunications companies to come in,
build the network, and take on the risks.

Consider the case of Berkshire Connect, an
organization set up by the Massachusetts Tech-
nology Collaborative (MTC) to bring connectiv-
ity to the more rural western part of the state.
The communities there — stocked with a mix of
manufacturers, high-tech firms and smalk retail-
ers — were chafing under telecom costs that in
many cases were as much as four times higher
than in Boston. The expenses drove one major
firm to relocate to New Jersey.

“Clearly, enterprises were being put at a terri-
ble disadvantage in terms of being able to com-
. pete in the marketplace,” said Patrick Larkin, se-
nior vice president of MTC, which is an
economic development organization set up by
the state.

Initially, everyone in the Berkshire Connect
effort expected that the state would have to
make a substantial financial investment to get a
high-bandwidth pipe from Springfield to outly-
ing mountainous communities. Instead, the
 group conducted surveys, made revenue projec-
tions and built technology and business plans.

“The region has become a very prized cus-
tomer for a telecommunications provider, be-
cause they can now come in here with an orga-
nized marketplace and not have to spend so
much money trying to win the business,” Larkin
said.

When Berkshire Connect dangled a contract
for a new regionwide connection, several
providers bid for the opportunity. In early Feb-
ruary, the organization announced that Global
Crossing Ltd. would build the high-speed voice,
data, video and telephony network, which is ex-

pected to be up by late spring.

“This way, the last person in will benefit —
even if it'’s a mom-and-pop general store on the
extreme edge of the county — in the same way
that a heavy user who negotiates a deal upfront
would benefit,” Larkin explained.

Likewise, the state of Minnesota recently
awarded a contract to Universal Communica-
tions Network, Denver, to build a high-speed,
fiber-optic backbone that will include loops ex-
tending north and south of the Minneapolis/
St. Paul area. The network, funded solely by the
private-sector, is expected to reach 80 percent of
citizens.

In the meantime, Gov. Jesse Ventura’s admin-
istration has proposed deregulating current
telecom laws to spur competition at the local
loop level. Among the most critical elements: al-
lowing local service providers to get into long-
distance telephone service and a Universal Ser-
vice Fund that will subsidize firms that provide
data access in low-population areas (see “Get-
ting Out of the Way” at left).

Getting the private sector involved is not al-
ways as easy as pulling together a few potential
customers. ‘

The West Georgia Telecommunications Al-
liance (WGTA) — a nonprofit coalition of
schools, businesses and local and state agencies .
in a three-county area about an hour.west of At-
lanta — hopes to leverage free-market forces to
build a regional fiber-optic network, but thus far
the venture has been tedious. The organization
still expects that it will have to rely on public
funds — possibly from end-user fees and state
grants.

“Density is the magic number for a telecom-
munications provider to come in and make an
investment, and when you've got a dispersed
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“It’s pretty simple: High-speed Internet ac-
cess is going to be a key competitive factor for
all states, and the regions that don’t do some-
thing to bring in that access are going to be left
behind in the new economy,” said Dan
Berglund, executive director of the State Sci-
ence and Technology Institute, Westerville,
Ohio. “And so states and counties can either
control their own destiny or they can have it
controlled by the telecommunication compa-
‘nies.” :

Siill, the old strong-arm tactics used to moti-
vate the building of yesterday’s utilities are not
likely to work with today’s state-of-the-art net-
works. The rapid advancement of communica-
tion technology makes the idea of paying for
new infrastructure impractical for budget-
strapped governments. And telecommunica-
tions companies — left to their own devices —
are more inclined to spend their resources
plucking the fruits of high-population areas
first.

The answer, said Don Upson, secretary of
technology for Virginia, is to turn the old model
upside down. Instead of government stepping
into the thick of it and dictating terms, officials
need merely plant a competitive seed and then
let free market forces take over.

Virginia, for example, took an active role in
helping to establish VirginiaLink, a brand-new
multiple-vendor program that offers businesses
throughout the state that join a buyer’s consor-
tium the opportunity to access a statewide Asyn-
chronous Transfer Mode (ATM) network and to
buy advanced telecom services at discounted
rates.

The lower prices are expected to draw busi-
nesses that otherwise couldn’t have afforded
such access, and the large number of potential
customers is drawing strong participation from
telecom companies suddenly eager to increase
market share and build advanced data networks.

However, the program is not a government-
run program, nor is it govemment-subsidized in
any way, Upson said. “We encouraged it, en-
abled it and did everything we could to bring it
about,” he explained, noting that the Virginia
Center for Innovative Technology (CIT), a non-
profit organization, negotiated the contracts
with MCI WorldCom and Sprint (and continues
to do so with other potential vendors). “But this
is not a state contract. That’s what makes it so
great. It’s the private sector stepping up and do- -
ing what it does best.”

And now that they’re involved, the vendors
are well on their way, building networks, devel-
oping services and programs, and providing
technical advice to potential customers. Sprint,
for its part, already has an ATM network in
place, thanks to a lead role in a prototype state
agency and education discount program known
as Network Virginia. But even with that, the ven-
dor wouldn’t have gone out on a limb without
this gentle prod from the state.

“The truth is, we would never have done this
on our own,” said Mike McDowell, major ac-
count manager for Sprint. “But now we feel like
we’ve got a customer base that we can leverage.”

Making It Happen ‘
Several state and community organizations are
concluding that the most attractive avenue to re-
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E-government:

What is govWorks? :

govWorks is a private company that-works with
government to provide Internet-based services that enhance
interactions between government and constituents.
At govWorks.comMconstituents.can pay tickets, bills or taxes
online, look for government jobs, exchange ideas with elected
officials, find information, access government resources,
participate in government auctions and much more.

Our solutions range from free access to the
govWorks.com network to do-it-yourself Web development

tools that local governments can use to create their -own

site with full transactional capabilities.

Like our government partners, govWorks is dedicated to
the people we serve. Through our Community Commitment
Program, govWorks re-invests a portion of revenues in the
form of computers and pre-paid Internet access to public
schools, libraries, educational programs and community
centers. It's all part of our effort to help bridge the Digital Divide.

How does govWorks work with government?

. govWorks enables governments to provide a variety of
services and information to their constituents in an effective,
secure and cost-efficient manner, 24 hours aday, 7 days aweek.

govWorks seeks to form collaborative relationships with
local governments. Dedicated government account managers
are assigned to help at every step of the process. Our
integration partners work directly with governments to ensure
that electronic payments and our software integrate easily
with your current systems.

Through a nationwide advertising and marketing
campaign, govWorks will bring millions of constituents to the
consumer portal, www.govWorks.com, and to government
Web sites indexed on our site.

- We conduct extensive research with leaders from
governments across the country, to help design and test our
products and help identify future products and services that
address constituents’ needs. And we work with other profes-
sional service companies that specialize in doing business with
government to ensure the best solutions.

govWorks helps governments use the Internet to provide
better services, lower costs, increase revenues and free up
resources that can be used to address other needs.

How does govWorks handle government transactions?

govWorks currently offers a service that allows people to
pay certain government fees, fines and taxes online anywhere
in the U.S. using a credit card, debit card or checking account.

govWorks forwards the payments, along with all relevant
data, directly to the appropriate government agency.

For our affiliated government partners we provide
electronic transfers of funds, electronic data and electronic
postmarks. This enables government agencies we partner
with to get payments 7-10 days sooner.

We offer online payment facilitation to our government
partners more quickly and with more extended functionality
than any other private company in the marketplace.

How will citizens benefit from govWorks’ services?

¢ They can make payments and get information on their
own, 24 hours a day and 7 days a week. ,

* They can save money on their transactions through our
govRewards program.
They can instantly get a receipt.

* govWorks has customer service representatives available
24 hours a day and 7 days a week to answer questions.

* Payments can be made instantly to affiliated governments.



" public-sector job listing service.

The NEXt Internet FTO nltier Electronic governmént. Pulﬁ}c/privéte-sector

partnerships. These are two of the hottest topics in government today. More and more, local governments are investing

in Internet technology to put their services and information online.
But what kinds of online government services do constituents really want? And how can government best use the

leverage the power of the Internet.

govWorks, Inc., one of a growing number of Internet companies serving the public sector, uses a collaborative
approach to offer government agencies innovative solutions for what has come to be called “e-government.”

How does govWorks handle late payments?

* govWorks delivers payments within specified time periods.

¢ If a constituent submits a late payment, the constituent is
responsible for any late charges.

* Inallcases, govWorks will work directly with constituents and
governments to resolve problems and answer questions.

How does govWorks respond to payment processing
errors?

govWorks follows up on all payments to make certain that
they are processed correctly. If payments are not processed

correctly, govWorks’ customer service representatives.
" personally investigate and work to correct errors. In all areas,

govWorks takes every measure to ensure timely and accurate
delivery of payments. '

What other services does govWorks offer?

* A nationwide public-sector job listing service—free to job
seekers—that gives governments a cost-effective way to
find the best prospective employees.

¢ A nationwide listing of government auctions, which
expands the -market for these goods and ultimately

generates greater revenue for governments. In the near

future, we will host onlfine government auctions.

e A comprehensive database of contact information for

elected officials and government agencies.

* Coverage of political campaigns. o

* A calendar of civic events, and important government
dates and deadlines. .

* Helpful information about accessing government
resources.

What is the cost to government for these services?

The govWorks.com payment processing service, auction
listing service and informational services are free to government
agencies. There is a small fee for using the nationwide

©2000 govWorks Inc. govWorks.com is a service mark of govWorks, Inc.

Consumers using govWorks to make payments are
charged a small convenience fee to cover the transaction
processing costs; but governments receive the full payment
amount of every transaction. »

How secure is govWorks’ Web site? ,

goworks uses industry-standard Secure Socket Layer
technology with 128-bit encryption, the same stringent security
system that leading e-commerce and government sites use to
conduct transactions on the Internet.

What are govWorks’ support capabilities?
govWorks’ customer service staff, including specially
trained government account representatives and technical

" -support experts, is always available to answer questions,

assist with transactions and receive constituent and
government feedback. We can also integrate with your existing
constituent service operations.

Customer service can be contacted online or by telephone
24 hours a day, 7 days a week.

How do | contact govWorks?
For more information, or to provide feedback, please

visit www.govWorks.com, e-mail govWorks’ Director of

Government Accounts at govsolutions@govWorks.com or call
toll-free 1-877-729-8587. govWorks is ready to discuss a
solution to meet your e-government needs.

4

govWorks.com

How can we work for you?

Internet to meet the needs of the people it serves? Ledders in government are looking for the most efficient way to
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population, you've got to look at other ways,”
said WGTA founder and past president Martin
Smith. “The key for us is to get the basic infra-
structure built so that a lot of second-tier and
third-tier carriers will come in here and ser-
vice this market. A lot of them have said
they’d love to do it, but they can’t take the
risk. If we can spread the cost and risk around
to end users and perhaps some pri-
vate investors, then it becomes a lit-
tle more palatable.” ‘
All Ships Rise

Although states and communities
are playing a more laissez-faire role
in facilitating the building of this
newest utility, government officials
recognize that community access to
digital networks is critical to long-term eco-
nomic development. Not taking an active role
could leave rural communities in economic
ruin.

Such statements might seem dramatic, but
businesses with access to high-speed networks
have a jump on their competitors.

“If we can help Virginia businesses improve
their productivity by 50 percent, that would be a
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"If we can help Virginia businesses
improve their productivity by

‘50 percent, that would be a
‘tremendous economic boost.”

.— Anne Armstrong, president, CIT Virginia

tremendous economic boost,” said Anne Arm-

strong, president of CIT, which administers the
VirginiaLink program. “It’s enough to take a

business from paper operations to a true elec-

tronic commerce paradigm, and for the state,

we’re talking about more jobs, more taxes, more
spin-off businesses, everything.” J

An engineering company in rural southwest
Virginia, for example, will be able to transmit
blueprints to customers in mere seconds, rather
than having to rely on overnight mail. Other
businesses will have access to videoconferenc-
ing, video streaming, medical imaging, World
Wide Web-based electronic commerce, remote
data storage and enterprise management.

The technology has long been available for
companies with enough resources to access it,
but VirginiaLink offers affordability and the crit-
ical mass of customer demand to make it worth-
while for telecom companies to offer it at com-
petitive rates. )

“It’s just the right amount of price discount
to bring most businesses in this area into the
electronic fold,” said Doyle Edgerton, president
of Rev.Net Technologies Inc., an Internet ser-
vice provider in Roanoke; Va. “For us, though,
it’s the support that’s critical. We no longer feel
like we’re taking on the world by ourselves.”

The digital connection is only the first step '
in the process. A

“Education is critical,” Armstrong said. “If
businesses don’t understand what this network 4
can do for them, if they don’t understand the
services and what to ask for, then it’s useless to
them.” _

As a result, Armstrong, Upson and participat-
ing vendors will hit the road this spring with.a
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series of seminars aimed at small and
midsize businesses. Minnesota and
Berkshire Connect are also planning
educational ventures.

A Brave New World

For states and communities looking
to embrace broadband digital net-
works, the transition from utility
provider and controller to change
agent and business partner can be
difficult. Those who have waded into
the public/private waters advise
those who are tempted to follow to
think positively - while moving
slowly. )

“The first thing I would suggest to
anyone considering this is: Don’t un-
derestimate the power of the market-
place,” Larkin said. “Quite fré.nkly, we
did that. We’d gotten so used to an
immature marketplace in the Berk-
shires that we didn’t know what a
good functioning market could do
for us. But the truth is that the private

- sector is in the business of doing this,

and they can keep up with technology
and provide a level of service and
quality that no public instrumentality
could possibly sustain over time.”
Working with those telecom
providers and getting them to come
to the table isn’t always easy. Many of
those firms have spent the past cen-
tury operating as a monopoly in
their service areas and may fight any
effort to change the model.
“Telecommunications companies
can be a somewhat intransigent
group, so you have to be very careful
when you begin to wean yourself

. @away from this monopolistic prac-

tice,” said David Fisher, commis-
sioner of administration for Min-
nesota. “These firms in most cases
haven’t had any competition and
they really don’t want any competi-
tion, so if you’re thinking about
bringing them in the door and mak-
ing a deregulatory marketplace-
oriented structure, you have to be
prepared for resistance.” ®

Heather Hayes is a free-lance writer based
in Stuarts Draft, Va. :

* »Business database with 12 million | the fic i
database in the industry. Select by Company Name, address, phene & fax numbers,
estimated sales volume, number of employees, SIC code, Key contact names and
titles, yellow page heading, credit rating code and much more!

We are proud to serve: Social Security Administration; United States Postal Service;
U.S. Department of Labor; U.S. Bureau of Labor Statistics; U.S. Bureau of the Census;
United States Air Force; Prime Contractors and Subcontractors.

Fedlink Approved « Service ID: Al - BOA # 98 CLFB 70032

injoUSA

Nasdaq Symbol: TUSA

5711 South 86th Circle - Omaha, NE 68127
Internet: www.infoUSA.com/government

Call Jim Winner or Larry Zier at:

800-555-5211

for a free, no-obligation
consultation on your needs.

Or fax us at: 402-537-6199

E-mail: government@infoUSA.com

Use technology to arrive at
more defensible. appraisals,
locate escaped assess-
ments, improve business
processes and improve
public access to data. See’
first-hand demonstrations
of the latest GIS and CAMA
technology available.

Sponsored by the

Urban and Regional

Information Systems .

Association (URISA)

and the

International Association of
‘Assessing Officers (IAAQ)

Read through the
Preliminary Program or
register online at
.Www.urisa.org or
contact URISA at
(847) 824-6300 today!
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Richard A. Bohling
GTE
100 Communications Drive
Sun Prairie, WI 53590

March 8, 2000

Comments In Support of Senate Bill 385

My name is Dick Bohling, and I am submitting comments, on behalf of GTE, in support of the

substitute amendment to Senate Bill 385.

GTE supports SB 385 for two main reasons: (1) because of the inherent dangers of unfair
competition brought about by muncipal entities competing with private telecommunications
carriers; and (2) because it is unclear whether municipalities have the authority to operate

telecommunications utilities under Wisconsin law.

There are several major areas of concern regarding government entities venturing into commercial

endeavors that skew the competitive playing field, including:

Taxpayer subsidies - Where a government body has the power to tax, taxpayers can directly
subsidize its commercial ventures. In addition, taxpayers indirectly subsidize government
commercial ventures due to other situations, such as low cost government loans, exemptions from

paying taxes, “free” funding from taxpayers that choose not to subscribe to the service offering, and
other benefits as discussed below.

Ratepayer cross-subsidies — Rates collected from municipal electric customers, as well as the use
of electric utility employees, assets, and other resources, may be used to subsidize the
telecommunications services. This is neither fair to customers, good for electric prices, or fair
competition with private telecommunications firms.




Government as a regulator, supplier and/or competitor - Some governmental bodies regulate

their competitors. For example, cities and counties regulate telecommunications and cable
companies' use of the public streets and other rights-of-way. They determine to whom and under
which conditions rights-of-way are made available. When a state or local government seeks to
become a market participant, it places itself in a position in which its ability to be a competitively
neutral arbiter may be called into question. Municipal participation in wholesale and retail
telecommunications markets requires further rules and safeguards than those that are available.
The appropriate balance between public safety and nondiscriminatory management of rights-of-
way is yet to be determined. Once government bodies enter into commercial ventures, the ability

of that body and other government agencies to be neutral regulators or suppliers may be called into
question.

Different regulation - Government commercial ventures are typically not subject to the same
regulatory oversight as their private competitors.

If private firms are truly failing to meet the needs of governments and the community, it may be in
large part the result of a failure of government regulation to provide the telephone companies and
their new competitors the economic incentives or freedom to invest in advanced technologies to
offer the full range of services, including packaged offerings, and to price flexibly to meet various
customers’ needs. While competitive firms provide services subject to pervasive regulation,
governmental entities in Wisconsin may, according to the PSC Staff’s interpretation of Wis. Stat.
196.50(4), enter the market largely unconstrained and with substantial inherent advantages.

Special financing - In addition to being able to directly finance their new commercial ventures
with tax dollars and/or ratepayer funds from their original activities, government bodies have
access to special financing sources not available to their private competitors. Municipalities can
finance their networks through utility operations, taxes, or tax-free bonds. Private-sector firms
obtain capital through stock issuances, bonds, or retained earnings. All these sources of funds
require these firms to provide a return to investors. The result is that private-sector carriers’ costs
are higher than those of government entities that have no obligation to provide a return on
investment. While capital markets are also sensitive to government bond ratings, the tax-free status
of government bonds provides the issuing government with an advantage over private entities that
issue bonds. Additionally, public utilities are not subject to income taxation. Some estimates

suggest that government-owned utilities enjoy a 25 percent cost advantage over investor-owned
electric utilities."

Tax exemptions - Government bodies' commercial ventures are largely exempt from the taxes that

apply to private firms, such as federal income taxes, property taxes, gross receipts or "business and
occupation” taxes, etc.

! L. Blumenthal, “Electric Utility Deregulation Could Have Unintended Consequences,” The News Tribune

(Tacoma, WA), March 2, 1997.




Discouragement of competition and private investment - When a government body enters a

market, it may initially characterize its action as bringing competition to existing firms or filling
some need not yet met by private firms. However, with all its financial and regulatory advantages,
the government body will likely discourage further private investment and attempt to deter new
competitors from entering the market. In fact, Tech Com, a partnership of Richland Grant
Telephone Company, LaValle Telephone Company and another utility investing partner, had plans
to enter GTE's Reedsburg exchange as a competitor. The firm abandoned its entry efforts upon
learning that it would also be competing with the City of Reedsburg when the City requested a
copy of Tech Com’s business plan. Sun Prairie Water & Light reported in a newspaper story that
its new fiber optic Metropolitan Area Network would provide Internet access, local, and long
distance telephone service, which will put “the local utility in direct competition with such
companies as Ameritech, GTE, MCI-Worldcom and Sprint.”*

Universal service impacts - Today the burden of providing universal affordable basic service is
borne by private telecommunications providers such as GTE. The existing network operates at
efficient cost levels because of economies of scale and scope. To the extent that government
provided telecommunications facilities and services diminish these economies, incumbent
telecommunications companies cost of providing universal service will increase. In addition, the
Commission has kept the price of basic service artificially low by setting rates significantly above
cost for other services, such as business service. To the extent that business customers switch to

government provided facilities and services, the support of low universal services rates will be
diminished over time.

Maintenance upgrades, new services, and other ongoing costs and commitments - Providing

telecommunications facilities and services is not a one-shot proposition. At a minimum, the
facilities and equipment must be consistently maintained in good working order. In addition, to
meet ever changing customer needs, facilities and equipment must be continually upgraded and
new functionalities and services introduced. These ongoing commitments place long-term financial
and operational demands on municipalities that enter the telecommunications business.

Potential creation of new monopolies - As noted above, municipalities and other government
bodies may actually displace private firms in certain areas and/or for certain services. This would

make a governmental entity the sole provider, i.e., a monopoly. Also, as previously noted, this new
monopoly will not be subject to the same regulatory oversight that the supplanted private firms
would have been.

2 Brooke Miller, “P & L to Offer Internet, Phone Service,” Sun Prairie News, February 16, 2000.




Wisconsin law is unclear as to whether municipalities have the authority to construct and
operate a telecommunications utility.

It is unclear whether the PSC has the power to grant an application for municipal entry because
municipalities are creations of the state legislature and, as such, have only such powers as are
expressly granted to them and such other powers as are necessary to implement the powers
expressly granted. In fact, we believe that Wisconsin statute 196.50(4) can be read to preclude
municipalities from operating a telecommunications entity. It certainly does not expressly grant a

municipality the authority to operate a telecommunications utility.

Potential impacts on private firms’ ability to serve.
p D

GTE is obligated to provide a range of telecommunications services at the lowest reasonable
price—and still recover its investment and make a fair profit. We do not believe that municipal
telephone companies are prepared to construct the necessary facilities to serve all potential
customers in an exchange area because of the enormous capital costs. We are concerned that they
will only "cream skim" and serve the large most profitable consumers. When customers leave the
network—for whatever reason—the cost to serve each remaining customer increases. Similarly,
new investment is not economically viable when studies show that too few customers would use

new telecommunications facilities to make the cost of service attractive.

We support competition that is fair and in which all participants play by the same rules
GTE is prepared and willing to work with local communities to identify and address their

telecommunications needs.




If municipal entry into telecommunications is not banned, the Legislature should at least
consider implementing safeguards to ensure a level playing field.

If municipal entry is not banned, succinct rules are required to eliminate inefficient competitive

advantages that municipalities inherently possess. To accomplish this task while ensuring

competitive equality, the following conditions should be imposed to ensure that all residents of

Wisconsin would benefit from a truly competitive telecommunications service environment.

Government-owned telecommunications services must be provided through a structurally
separate entity that functions as a fully separated entity and must be prohibited from using

public funds. All accounts of this telecommunications entity must be separate, fully verifiable
and auditable.

The government-owned telecommunications entity must abide by affiliate rules and all other

associated requirements that are applicable to any non-governmental provider of
telecommunications service.

The government-owned telecommunications entity must be subject to the same public right-of-
way restrictions and all other fees.

The government-owned telecommunications entity cannot be identified with, associated with or
marketed in the name of any governmental entity or agency.

The government-owned telecommunications entity must be properly certified by the PSC.

The government-owned telecommunications entity must gain PSC approval of its initial rates

and structure, including cost support for rates that reflect no cross-subsidization from other
services.

The government-owned telecommunications entity must be subject to identical regulatory and

reporting requirements that are placed on privately owned telecommunications service
providers.

The government-owned telecommunications entity must be prohibited from gaining an unfair
competitive advantage by using its authority as a local unit of government. This includes
paying the same types of taxes and fees that are imposed on privately owned
telecommunications service providers

In summary, for all of the reasons I have stated, GTE urges this committee to recommend adoption

of the substitute amendment to SB 385. Thank you for your consideration of these comments.




Shawano Municipal Utilities
PO Box 436

122 N. Sawyer St.

Shawano, W1 54166
Telephone: (715) 526-3131
Facsimile: (715) 524-3708

Memorandum

TO: Senator Rodney C. Moen

FROM.: Daniel M. Dasho, General Manager
Shawano Municipal Utilities

DATE: March 2, 2000

SUBJECT: Proposed Revisions to 1999 Assembly Bill 747 and SB 385

This memorandum summarizes Shawano Municipal Utilities’ (“Shawano”) proposed revisions to
1999 Assembly Bill 747, as amended February 24, 2000. A black-lined copy of the bill, showing
Shawano’s proposed amendments, is attached.

1. Shawano’s proposed amendments remove the prohibition in § 196.50(1)(b)2., Stats.,
which precludes the Commission from granting a certificate for the furnishing of local exchange
service in a municipality where a public utility with less than 150,000 access lines in use in
Wisconsin is engaged in a similar service in the municipality under an indeterminate permit, unless
the public utility consents or a public hearing is held.

The overriding goal of 1993 Wisconsin Act 496 is to encourage competition in
Wisconsin’s telecommunications market. If this goal is going to be realized, the state cannot
continue public utility monopoly status for incumbent utilities. For competition to be achieved
statewide, all areas of the state must be open to competition.

2. Shawano’s proposed amendments allow governmental subdivisions to transfer a

transmission facility to another person if the facility is used to furnish a telecommunications service
to the public.

Governmental subdivisions in Wisconsin have an interest in ensuring that their
businesses and residents have access to the full range of telecommunications and advanced data




services now commonly available to residents in more populated areas. One means of promoting
this interest is to make their transmission facilities available to telecommunications providers.

3. Shawano’s proposed amendments create a grandfather provision for those governmental
subdivisions who have (a) filed an application to provide a telecommunications service with the
Commission on or before January 1, 2001; (b) been granted a certificate by the Commission to
provide a telecommunications service on or before J anuary 1, 2001; or, (c) have in place a facility or
facilities used to furnish a telecommunications service, or Internet access service, to the public on or
before January 1, 2001.

Governmental subdivisions that already have applied for or received a certificate to provide
telecommunications services, or have made substantial investments in existing facilities, should not
retroactively lose their rights under the new legislation. The efforts that the governmental
subdivision has already made under existing law should be retained, despite the new legislation.
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1999-2000 LEGISLATURE

1999 ASSEMBLY BILL 747
(as amended February 24, 2000)

AN ACT t renumber 196.203(2) and 196.50 (2) (c); to renumber and amend 196.499

- (15) and 196.50 (4); fo amend 196.50 (1) (b) 2.. 196.50 (4) (title), 198.12 (6) and
198.22 (6); and fo create 196.203 (2) (b), 196.499 (15) (b), 196.50 2) (©) 2.,

196.50 (4) (a).-and 196.50 (4) (c),_and 196.50(4)(d) of the statutes; relating to:

prohibiting cities, villages, towns, counties, school districts, technical college
districts, public library systems and cooperative educational service agencies from
providing or selling certain telecommunications services and Internet access
services and from making certain transfers of telecommunications transmission

facilities.

The people of the state of Wisconsin, represented in senate and assembly, do enact as
JSollows:

SECTION 1. 196.203(2) of the statutes is renumbered 196.203 (2) (a).
SECTION 2. 196.203 (2) (b) of the statutes is created to read:
196.203 (2) (b) The commission may not issue a determination under par. (a) to a

governmental subdivision, as defined in s. 196.50 (4) (a) 1.,_except that the commission
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may_issue such a determination to a governmental _subdivision which satisfies
8. 196.50(4)(d).

SECTION 3. 196.499 (15) of the statutes is renumbered 196.499 (15) (a) and
amended to read:

196.499 (15) (a) A telecommunications carrier that is not authorized to provide
intrastate telecommunications service on J anuary 1, 1994, may not commence the
construction of any plant, extension or facility, or provide intrastate telecommunications
service directly or indirectly to the public, unless the telecommunications carrier obtains
a certificate from the commission authorizing the telecommunications carrier to provide
intrastate telecommunications. Except as provided in par. (b) the commission may issue a
certificate if the telecommunications carrier demonstrates that it possesses sufficient
technical, financial and managerial resources to provide intrastate telecommunications
services. A telecommunications carrier that is authorized to provide intrastate
telecommunications service on January 1, 1994, is not required to be recertified under
this paragraph.

SECTION 4. 196.499 (15) (b) of the statutes is created to read:

196.499 (15) (b) The commission may not issue a certificate under par. (a) to a
governmental subdivision, as defined in s. 196.50 (4) (a) 1., except that the commission

may issue such a certificate to a governmental subdivision which satisfies s. 196.50(4)(d).

SECTION 5. 196.50 (1)(b)2. is amended to read as follows:
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(b) 1. Inthis paragraph, "local exchange service" includes access service, basic
local exchange service and business access line and usage service within a local calling

area.

2. Exeept-as-provided-in-s-—196-203-(3)-(b)-0r 196499 (16)-tThe commission
may not grantdeny any person a certificate, license, permit or franchise to own, operate,
manage or control any plant or equipment for the furnishing of local exchange service in
a municipality, H#regardless of whether there is in operation under an indeterminate
permit a public utility engaged in similar service in the municipality under an
indeterminate permit.-unless-any-of-the-followingconditions-is-met:

. The holderof il .\ | o ST 1

150,000 Linesd i e .

b The holdesofd . | . ity-with 150,000
1 Lines i thi ! thatl otl Licagt . . ¢
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_ issionafetinvestization-and it for-heasing_finds.t
" : 1 : sses the dali service by the applicants

SECTION 6. 196.50 (2) (c) of the statutes is renumbered 196.50 (2) (c) 1.

SECTION 67. 196.50 (2) (c) 2. of the statutes is created to read:

196.50 (2) (c) 2. The commission may not issue a certificate of authority under
this subsection to a governmental subdivision, as defined in s. 196.50 (4) (a) 1.,_except
that the commission may issue such a certificate to a governmental subdivision which

satisfies s. 196.50(4)(d).

SECTION 78. 196.50 (4) (title) of the statutes is amended to read:

196.50 (4) (title) MUNICIPALITYMUNICIPALITIES _AND _ GOVERNMENTAL

SUBDIVISIONS RESTRAINED.

SECTION 89. 196.50 (4) of the statutes is renumbered 196.50 (4) (b) and amended

to read:
196.50 (4) (b) No municipality may construct any public utility thatis—net-a
te%eeea%ﬂwaaens—umﬁ_ef—akema&we%beefmmea&eﬂs—uﬂw-lf there is in
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operation under an indeterminate permit in the municipality a public utility engaged in
similar service_other than a telecommunications service, unless it secures from the ’
commission a declaration, after a public hearing of all parties interested, that public
convenience and necessity require the municipal public utility.

SECTION 910. 196.50 (4) (a) of the statutes is created to read: l

196.50 (4) (a) In this subsection:

1. "Governmental subdivision" means any of the following:

(a) A political subdivision.

(b) A school district.

(©) A cooperative educational services agency.

(d) A technical college district.

(e) A public library system, as defined in s. 43.01 (5).

(®  Aninstrumentality or corporation of any person specified in subd. 1. a. to g.

(g8) A combination or subunit of any person specified in subd. 1. a. to £,

2. "Internet access service" means a service that enables a user to obtain
access to content, information, electronic mail or any other service offered over the
Internet.

2e.  "Local governmental unit" means any of the following:

(a) A political subdivision.

(b) A special purpose district.
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(¢)  An instrumentality or corporation of a political subdivision or special
purpose district.

(d) A combination or subunit of any person specified in subd. 2e. a. to d.

2m. "Member of the public" means any person except a governmental
subdivision.

2r.  "Political subdivision" means any city, village, town or county.

2w. "State agency" means any office, department, independent agency,
institution of higher education, association, society or other body in state government
created or authorized to be created by the constitution or any law, including the
legislature and courts.

3. "Transfer" means to sell, lease or transfer for consideration of any interest
in ownership, title or tight to use.

3m. "Transmission facility" means any plant or equipment used to transmit a
telecommunications service by wire, optics, radio signal or other means. "Transmission
facility" does not include any conduit, pole, tower or other structure that supports the
plant or equipment used to transmit the telecommunications service.

SECTION $811. 196.50 (4) (c) of the statutes is created to read:

196.50 (4) (c) Except as provided in par. (d), no governmental subdivision may
do any of the following:

1. Provide a telecommunications service in this state to a member of the

public.
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2. T g - . E .]- . ]o ‘ ] .g 1 g .1.
. { tofurnis] | — ico-direct] ndizect] ] »
publie-

32.  Sell an Internet access service directly or indirectly to a member of the

public.

SECTION 12. 196.50(4)(d) of the statutes is created to read:

Notwithstanding par. (c), a governmental subdivision may do the following:

subdivisien-that-pProvides a telecommunications service-transfers-a-transmission-facility
or-sells-an-Internet-aceess—service to a local governmental unit, state agency, federally

recognized Indian tribe or band located in this state or volunteer fire company or fire
department organized under ch. 213, under a contract or agreement under ch. 43 or
5. 66.30 or a similar contract or agreement for the sharing of services or facilities.

2. Paragraph—(c)-3—dees—notapply—te-If it is a school district, cooperative
educational service agency or technical college district, that-sells an Internet access
service as part of the delivery by the school district, cooperative educational service
agency or technical college district of an educational service, including an instructional
service or related support service.

3. Provide a telecommunications service in this state as a telecommunications

utility, alternative telecommunications utility or telecommunications carrier or may

provide an Internet access service directly or indirectly to the public. if:
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(a) the governmental subdivision has filed an application to provide a

telecommunications service with the commission on or before January 1, 2001; or

(b) the governmental subdivision has been granted a certificate by the

commission to provide a telecommunications service on or before January 1. 2001; or

() the governmental subdivision has in place a facility or facilities used to

furnish a telecommunications service, or Internet access service. directly or indirectly to

the public, on or before January 1. 2001.

4. Transfer a facility or facilities located in this state used to furnish a

telecommunications service or an Internet access service directly or indirectly to the
public.,

SECTION $113. 198.12 (6) of the statutes is amended to read:

198.12 (6) UTILITIES, ACQUIRE, CONSTRUCT, OPERATE; WATER POWER; SALE OF
SERVICE; USE OF STREETS. The district shall have power and authority to own, acquire
and, subject to the restrictions applying to a municipality under s. 196.50 (4)—b), to
construct any utility or portion thereof to operate, in whole or in part, in the district, and
to own, acquire and, subject to ss. 196.01 to 196.53 and 196.59 to 196.76 where
applicable, to construct any addition to or extension of any such utility, and to own,
acquire and construct any water power and hydroelectric power plant, within or without
the district, to be operated in connection with any such utility, and to operate, maintain
and conduct such utility and water power and hydroelectric power plant and system both

within and without the district, and to furnish, deliver and sell to the public and to any
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municipality and to the state and any state institution heat, light and power service and
any other service, commodity or facility which may be prodﬁced or furnished thereby,
and to charge and collect rates, tolls and charges for the same. For said purposes the
district is granted and shall have and exercise the right freely to use and occupy any
public highway, street, way or place reasonably necessary to be used or occupied for the
maintenance and operation of such utility or any part thereof, subject, however, to such
local police regulations as may be imposed by any ordinance adopted by the governing
body of the municipality in which such highway, street, way or place is located.

SECTION $214. 198.22 (6) of the statutes is amended to read:

198.22 (6) ACQUISITION; CONSTRUCTION; OPERATION; SALE OF SERVICE; USE OF
STREETS. The district shall have power and authority to own, acquire, and, subject to the
restrictions applying to a municipality under s. 196.50 (4)-(b), to construct any water
utility or portion thereof, to operate, in whole or in part, in the district and to construct
any addition or extension to any such utility. For such purpose the district is granted and
shall have and exercise the right freely to use and occupy any public highway, street, way
or place reasonably necessary to be used or occupied for the construction, operation or
maintenance of such utility or any part thereof, subject, however, to the obligation of the

district to replace said grounds in the same condition as they previously were in.
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g 13 Initialasplicability

ided 14 or facili fosred-und Linte, tod_modified
I on-the-effoctive date-of this subsection.
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School Administrators Alliance

TO: Senate Health, Utilities, Veterans And Miliary Affairs Committee
FROM: Jennifer Kammerud

DATE: March 8, 2000

RE: Senate Bill 385

The School Administrators Alliance (SAA) is opposed to Senate Bill 385 as it
restricts competition and innovation, eliminates shared services among
governmental units, and inhibits our ability to work with the community.

According to the Public Service Commission, a large portion of the state does not
have a competitive telecommunications market. This often means school districts
are forced to pay a higher price for these services or go without them. School
districts are not looking to become telecommunications service providers, but are
looking for affordable service providers. Municipalities at times will fill this role.
Yet, they will not get into the business of providing these services, as they did
many years before with electricity and other utilities when competition was
lacking, if they cannot come up with a revenue stream to cover capital and
operating costs. Thus, the choices we are faced with, as school districts looking for
telecommunications services, are still restricted, because the alternative service
providers are effectively unable to enter the market.

Technology is changing our lives, our work, and our schools ever more rapidly.
Schools today operate very differently today than they did even five years ago due
to technological changes. We may soon have on-line high schools and youth
options programs provided through distance technology, as well as many other
educational innovations. Senate Bill 385 would restrict what schools may be able

to do in working with private businesses, private schools, and other units of government in
meeting future challenges and creating new opportunities for our students.

Senate Bill 385 would also force the elimination of telecommunications services currently being
provided to school districts through alternate service providers, such as municipalities. These are
services that are saving participating schools hundreds of thousands of taxpayer dollars.

Finally, we would like to point out that Senate Bill 385 also prohibits our efforts to reach out to
our communities in the future. For example, if we as a school district wanted to sell internet
access to parents in our community or employees in the district, we would be unable to do this.
If we wanted to work with other local units of government to provide telecommunications
services to a low-income population so students from that area were better prepared for school
and work we would again be unable to participate in these types of pilot projects.




Senate Bill 385 is legislation that should be opposed. It has the potential to harm Wisconsin
taxpayers and keep Wisconsin’s students behind their counterparts in other states.

If you have any questions, please feel free to contact me at the phone number or address listed at
the top of the page.

Sincerely, I8
/ .

S

Jennifer Kammerud
Director of Government Relations




Senate Bill 385

Testimony -

David Byers

Mount Horeb Telephone Company

200 East Main Street

Mount Horeb, WI 53572

608.437.5551

Recently the cities of Sun Prairie and Reedsburg, WI requested,
and were granted certification by the Public Service Commission
of Wisconsin to become Competitive Local Exchange Carriers.
These certifications allow the municipalities to provide

telecommunications services to the residences and businesses of

their respective communities.

The central question to these certifications and subsequent
legislation is whether it is good public policy for state, county
or local government units to compete with private sector

businesses in the marketplace.

Local units of government, particularly muhicipalities make
decisions regarding their local marketplace. The types of
businesses that are located within their communities and the
services that are available to their local citizens are often
times the result of local government actions. Essential services
such as power and telecommunications, were historically operated
with monopoly protection. During the early part of the 20th

century, some municipalities were forced into providing essential




electric service to their customers when private sector
businesses failed to step forward. In most instances, they
continue to provide this service today. In the case of
telecommunications, however, private business did step forward,
and currently provides service to every municipality in the state
of Wisconsin. Until recently, both electric utilities and
telecommunications providers have operated as monopolies within

their respective franchised areas.

In the area of the competitive marketplace, local municipélities
have played a critical role in shaping the business landscape
within their respective communities. Through the use of
enterprise zones, bloc grant programs and tax incremental
financing (TIF) districts, municipalities are able to recruit
businesses and attract ihvestments in their communities. Theyv
have tremendous opportunities to incent businesses to either
build or relocatelin their communities to provide goodé and
services that benefit their citizens. ‘Tangible benefits of these
programs include new employment opportunities, increasing the
local property tax base or providing new services that would
attract other businesses or promote residential growth within the

community.

These are effective tools that government entities have used to
attract private sector businesses to their communities rather
than electing to enter into the marketplace to provide these

goods and services.




While electric companies still maintain monopoly power, the same
is not true for telecommunications providers. Wisconsin Act 496
as well as the Federal Telecommunications Act have essentially
removed franchise protections for incumbent telecommunications
carriers. This means that other providers can enter the
marketplace to provide telecommunications services based upon

customer demand.

It has been suggested by some municipalities that the incumbent
telecommunicatiohs providers are not delivering the services
needed for their communities to thrive and grow. Further} they
have suggested that Act 496 gives them the right to go into the
marketplace and compete with private sector businesses to provide
these services. However, does it follow then that the
municipalities ghould be the ones to provide these competitive

services ?

As stated above, municipalities have left it to the private
sector to provide the necessary market based services for their
communities through the use of enterprise zones, bloc grants and
TIF districts. If a municipality wants a new business in its’
industrial park, they don’t build the factory and start making
the products. Likewise, if a municipality wants a new movie
theater in its’ community, it doesn’t build one and operate it.
They create enterprise zones, access to bloc grants or TIF

districts that encourage private sector businesses to build the

factory or movie theater.




One example of the effective use a TIF district to attract
private business was recently completed by the City of Boscobel,
WI. After the Supermax prison was built in Boscobel, the city
approved a TIF district for a developer to build a new motel in
anticipation of increased demand for motel rooms. There were
already two (2) other motels in the community, but the local
municipality made a determination that this was in the best
interest of their community. They did not make a decision that
based upon their belief that another motel was required, that the
city should build and operate a motel that would compete with
other private motels in the area. Rather, they left it to a
private business to take the risk of success or failure in the

venture and simply provided an incentive to take that risk.

Why then should telecommunications be any different ? The intent
of Act 496 is indeed to promote competition within the
teleCommunicatidns industry. Municipalities should eﬁbrace Act
496 and look upon it as an opportunity to recruit private sector
telecommunications providers to serve their communities rather
than take on the responsibility of such a high risk, capital
intensive business venture. Just as municipalities recruit
businesses to build in their industrial parks or retail
establishments in their downtown areas, recruitment of
telecommunications providers to service their communities would

seem to be a natural extension of these efforts.




Factors to consider when assessing the proper role of government

in providing competitive telecommunications services:

1) Municipalities have the potential to significantly increase
their tax base from private sector telecommunications
providers since they are now subject to local property
taxes. Infrastructure investments of several million

dollars are not uncommon in order to provide these services.

2) If the municipalityvis providing the competitive
telecommunications services, they will not collect

property tax revenues on these investments.

3) The municipality will have the risk exposure of losses if
the business plan fails to meet revenue projections. This
becomes even more onerous when you consider the potential

loss of property tax revenues that could be assessed to a

private entity.

The days of municipalities needing to provide essential services
are no longer necessary. With universal service already
available to everyone, the decision to provide alternative

choices for telecommunication services is a competitive one.

Where is it written in the constitution of the United States or

the constitution of the state of Wisconsin, that it is the




responsibility of government to provide competitive services in
the marketplace, whether its selling groceries, making widgets or

providing telecommunications services ?

Please support Senate Bill 385. It does nothing to prohibit a
municipality from recruiting competitive telecommunications
providers to serve their community just as it does any other

business. Governments role is to promote private sector business

growth, not compete against it.




Menasha Joint School District
Ameritech DS3 leasing costs

Charges provided upon requ-e;t by Ameritech
(Note: These charges do not include labor at $100/hour for installation if routers)

Line 1 (Banta) administration charge $ 60.00
Line 1 Customer connection charge $ 1,120.00
Line 1 monthly fee $ 2,116.18
Technical premise visit charge , $ 51.00
First Site Subtotal] $ 2,116.18 | $ - 1,231.00
Lines 2 through 8 administration charge $ 60.00
Lines 2 through 8 Customer connection charge $ 1,120.00
Lines 2 through 8 monthly fee $ 2,081.52
Technical premise visit charge $ 51.00
Site Subtotal| $ __2,081.52 | § 1,231.00
Number of sites (7) 7 ; 7
Sites 2 through 8 Subtotal| $ 14,570.64 | $ 8,617.00
Line 9 (Maplewood) administration charge $ 60.00
Line 9 Customer connection charge $ 1,120.00
Line 9 monthly fee $ 3,060.82
Technical premise visit charge $ 51.00
Maplewood Site Subtotal| $ 3,060.82 | $ 1,231.00
$ 15,000.00
Total Number of sites (9) 9
Router Subtotal $ 135,000.00
Monthly lease charge Installation Char&
19,747.64 | $ - 146,079.00
MJSD Payback time calculations (WITH ROUTERS)
MJSD Fiber Installation Costs (one time) $ 150,000.00
Subtract Ameritech DS3 Costs (one time) $ (146,079.00)
MJSD Fiber Subtotal $ 3,921.00
Divide by Ameritech DS3 monthly lease fee $ 19,747.64
Payback time (in months) for MJSD Fiber network 0.20
Payback time (in DAYS) for MJSD Fiber network 5.96
MJSD Payback time calculations (WITHOUT ROUTERS)
MJSD Fiber Installation Costs (one time) $ 150,000.00
Subtract Ameritech DS3 Costs (one time) $ (11,079.00)
MJSD Fiber Subtotal $ _138,921.00
Divide by Ameritech DS3 monthly lease fee $ 19,747.64
Payback time (in months) for MJSD Fiber network 7.03

Payback time (in DAYS) for MJSD Fiber network

. 211.04
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